June 1971

SURVEY OF CURRENT BUSINESS

Manufacturers’ Inventory and Sales Expectations,
Second and Third Quarters 1971

MANUFACTURERS expect moder-
ate inventory additions during the
second and third quarters; they also
look forward to sizable sales gains in
the same period. These expectations
imply that the recent decline in stock-
sales ratios will continue through Sep-
tember 30.

Manufacturers also reported inven-
tories in better balance on March 31
than at any time since late 1968, Both
the percentage of producers’ stocks held
by companies who judged their inven-
tories ‘“high” and the amount of
imbalance in the holdings of these
companies fell in the first quarter,

These are the results of the OBE
quarterly Inventory and Sales Expec-
tations Survey conducted in May,

Inventory additions

Manufacturers’ inveniories fell $200
million during the first 3 months this
vear, the first guarterly decline in
about 10 wyears. Manufacturers now
expect additions of $600 million this
quarter and $900 million in the third.

Durable goods producers, who cut
inventories $200 million in the first
quarter, expect additions of $350 mil-
lion in the March~June period and $600
million in June-September. Additions
averaged $500 million per quarter in
1870.

Nondurable goods producers’ inven-
tories showed little change in the open-
ing quarter of 1971, after rising an
average of $400 million per quarter
last year. These producers expect to
add $200 million to stocks in the second
quarter and $300 million in the third.

Both durable and nondurable goods
producers reduced their stock-zales
ratios between December 31 and March
31. They project further decreases
through September 30. Durable goods
producers’ stocks on March 31 were
equivalent to 2.09 months of sales at

the average first quarter rate. The
ratio is projected at 2.05 on June 30
and 1.99 on September 30. The non-
durables ratio was 1.30 on March 31
and is projected at 1.28 on June 30
and 1.26 on September 30,

Sales expectations

Manufacturers expect sales advances
of 2 percent in the second quarter and
3 percent in the third. These gains are
balow the 5 percent rise of the first
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quarter, when the economy was recover-
ing from the auto strike, but exceed the
performance last year when seles fell
in the opening and eclosing quarters
and rose moderately in the other two.
Durable goods producers’ sales rose
B} percent in the first quarter—more
than offsetting the fourth quarter
decline—with auto and asteel szales
showing especially strong increases.
An increase of 2 percent is projected
for the second gquarter and 4 percent
for the third. Stesl producers expect
i sharp gain this quarter, followed by
i decline in the third, Aulo producers'
gales are expected to decline this quar-
ter, following the sharp post-strike
rize, and then to advance in the third.
Suppliers of construetion materials ex-
pect sizable gains in both periods.
Nondurable goods producers’ sales
rose 3 percent in the first quarter. They
are éxpected to rise 1} percent in the
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Manufacturers' Sales and Inventory Expectations

® Sales growth in second and third quarters expected to exceed last year's pace;

inventories expected to rise moderately
= Stock-sales ratios to continue receat decline
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second and 2K percentin the third. The
expested chahges are a copsidernble
improvemant overlast year's experiencs.
Both paper and rubber preducers are
projecting  substontisl advanees this
cuarter and nextk.

Inventory condition, March 51

Manulngturers began lnst September
20 to report improvements in inventory

SURVEY OF CURRENT BUSINESS

condition relative t¢ prospective aales
and unfilled orders. Companies holding
19 percent of praducers’ stocks judged
their March 31 inventories "high"—
o lower proportion than in any quorter
of 1989 or 1970,

Compaities holding 23 percent of
dutable poods stocks considered their
invontoties “high¥—down 1 percentage
point from December 31 and § points
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from fast Mareh 31, when the ratio wus
glose to its oyelical peak. Mata] pro-
ducers raported 17 percent of their
holdings in tha “high” category at the
end of Mareh; metal fabricators, 23
percent.

A ''"high” ratio of 1¥ percent was re-
ported by nondurable goods pro-
ducars—down3 points from yearend and
G points from March 1870.

The muojor proportion of stocks woa
judged “about right"!—77 percent for
durables and 85 percent for nond urables.
The “low" ratio remasined mzignificont
at 1 and 2 parcent, respeciively.

Tnventory imbalence, Mareh 21
Menufacturers reported that their
March 31 inveniories were 52.1 billion
in excess of needs (netiing exvesses of
componics with “high” stocks against
defictencies of comnpenies with “low"
stocks). Thiz excase is equivalent to 2.1
percent of all producers’ stocks. Excosses
hove besn falling For the past yenr but
the first quarter decline was lacgsr then
that of any 1070 quarter.
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Payments

Americans paid about $1,215 million
in transocean passenger fares to foreign
g and air carriers, About $970 million
was  for air  travel, the remainder
largely on eruise ships. Sea earriers
parned about 14 percent more from 7.5,
travolers than in 1969, as croise busi-
ness prospered while regular transecenn
gorviee continued to decline,

Freqght payments to foredgn  ship
operators moving 115, imports rose
$100 million to about $1.4 billion in
1970. Higher freizght rates, in part a
reflection of o strong charter hire
market, accounted for most of the rise.
An  added factor was o somewhat
greater volume of U8, import eargo
moved aboard foreign vessels than in
1969, when a dock strike early in the
yvear eansed disruptions in serviee,
Payments to foreign air carriers for
freight transportation were $122 mil-
lion, 4 percent under the record set
in 1968,

U.S. ocean carriers’ port expenses
abroad rose to more than $300 million
in 1970, renewing the uptrend that had
been interrupted in 1969 by the effects
of the dock strike.
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U5, air carriers' port expenses
abroad, which are primarily associated
with transportation of passengers, rose
22 pereent in 1970 to $500 million, The
rise reflected the larger volume of
international passenger travel during
the year,

Receipts

1.5, receipts from ocean transporta-
tion last year were nearly $2.3 billion,
17 percent higher than in 1969, The
total  included 3800 million  earned
carrving U5, exports as well as [reight
between foreign countries, $1.4 billion
in port expenditures here, and 334
million from other sources, including
about $3 million from ocean passenger
fares. While trade tonnage carried on
U.S. ships has changed little in recent
vears, higher average [reight rates
received by U.S. ship operators, often
for handling choice, high-value cargoes,
yielded increased total freight receipts.
Rising handling charges have been
boosting U.S., receipts from foreign
carriers’ port expenditures here.

Foreigners paid almost $1.3 billion
Lo the United States for air transporta-
tion  and related services in 1970,
Earnings from passenger fares, includ-
ing $175 million for fares of foreigners
between foreign destinations, inereased
sbout 24 percent to & total of $550
million. Foreign airliners' port expenses

23
e
U.5. Payments and Receipts for
Carriers’ Port Expenditures
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in the United States, mostly connected
with passenger traffic, rose 12 percent
to #5318 million. Air freight on U5,
exports and on  shipments between
foreign points earned $187 million for
1.5, wirlines in 1970, continuing the
stewdy uptrend in this service,

Cher transportation esrnings, repre-
senting  receipts  from Canmda  and
Mexico for rail and pipeline transporia-
tion and Great Lakes shipping, totaled
146 million in 1970

{Continued from pags 18)

On March 31, durable goods pro-
ducers estimated their net inventory
pxeess at $1.70 billion, compared to
§1.81 billion at vearend and $1.88 bil-
lion a year earlier. The proportion of
the excess to totnl holdings fell Trom
2.9 percent on March 31, 1970, to 2.6
percent on March 31, 1971,

Nondurable goods producers’ net ex-
eess ab the end of March was $430 mil-
lion, compared with %500 million on
December 31 amd 600 million on
March 31 lust vear. The net excess on
March 31, 1971, equaled 1.3 percent of
all nondurable goods producers’ stocks,
down from 1.8 pereent o year earlier.



